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MEMORANDUM FOR: Deputy Comptroller

SUBRJECT ¢ Qrganizational Location for Business-Type Automatic Data
Processing in Goverument Agencles

1. As ve agread, in order to obtain information concerning the usual
organlzationsl arrengement foo business-type ADFD operations in Goverment
agencles, as well as the attitude of GAD conceroing such crganizstional
arrengements, this subject wes discussed bdriefly with M. Bdward Mahoney
of the Accounting and Aufiting Btaff, Genaral Accounting Office.

2. After outlining to Mr. Msheney the general orgsnizetional arrange-
ment existing in the Agency related to this matter, Mr. Mshoney advised that
there is no hard and fast policy which is firmly sppiied or advocated by GAO.
Instesd, depending upon circumstances applicable ir sech esitustion, a ssparate
deternination is made as to the most effective organizaticnal arrangement for
ADP businsse-type activities. In general, when the ADP operations are pri.
marily of a sexrvice type, GAO iz less concerned as to the supervisory location
within an agency, than it is when the Freponderance of the activity being
performed by the unit relates to g specific function. When the installation
is designed to provide management iuvformetion for a particular segment of an
agency, such as Logistics, it is customary to hold the instellation within
the operating element eerviced. When fipancial information is the primexy
concern of the ADP installation, it generally 1s sdvocated that the organira-
tional element responsible for finance matters control the machine imstalla-
tion because surrender of supervision might result in swrender of control
over priorities to be established for the ADP installation.

ties, such as ma ’ allotment controls, financisl reports » ete., would
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4, In this comection, also, it was learnmed that in the Federsl
Avistion Agency, the recently established ADFD installation which performs
primarily accounting &l financiel work for the Accounting Pivision, was set
up as a sub-camponent under Administrative Services Divisien vhich Division
is at the seme organizational lewvel as the Aoccounting Division, both of which
sre within the Office of Mansgement Services under the Deputy Administrator
for Administration. This installation performs payrcll, fumd sccounting, and
cost accounting functiome and is currently being programmed to imelnde property
and genersl ledger accounting. Up to this time, the Accounting Division has
had "pretty good” experience with respect to this installation; however, this
is in part atiributed to the fact that the ADP installation dces little else
than accounting and finance work.

5+ Mr. Mahoney suggested thet this problem be discussed informally with
Mr. Gemmon of the Office of decretary of Defense who 1s participating ir a
comprehensive study of ADP ingtallations in the Defense Department. Accordingly,
I called M. Genmon to get & resction from him comcerning their thinking as
to the appropriate orgenizetional location for a business-type ADP installation.
Mr. Gempton elso indicated that a variety of organizational arrangemente are
encountered and that the circumstances appliceble in each operational situation
should dictate the particular sxrangement to be esteblished. Mr. Cemmon advised,
however, that & twelve-mssn team which made a survey of more then fifty military
installstions world-wide had reached a firm conclusion, that the most affective
administration is cbtaimed vhen the ADP sctivity is estublished as in imdepen-
dent office, directly respomsible to the commanding officer of the installation.
He attributes the improved administrstion to the fact that final determinations
a8 to work priorities, vhenever conflicts arise, have to be resolved by the
commanding officer and that this can be accomplished best when the ADP instal-
lation 1s direotly urder this officer. The Department of Defense is contimuing
its study and Mr. Gezmon offered to call me back at & later date to give me &
Tfurther reading on the problem here diseussed after they hsve reached & firmer
vievpolint, The tean has prepared an interim report, which has not been circu-
lated outside the Depertment of Defense, titled RAMME (Responsive Automated
Materiel Mansgement Burvey). It is recognized that the proposal nov being
considered by you 1s mot analogous to placing the ADP activity directly under
the comuending officer in that the ADP Steff is responsible to the DD/S while
the ADP activity would perform much of its work for the Office of the Comptroller
vhich 1g not e part of the Office of the DB/S.
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Chief, Technical Accounting Staff
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